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AMENDMENTS INTENDED TC EE FROPOSED EY MR. STEVENS TCO S. 958

Viz:
Strike out all a2fter the enacting clzuse and insert in
lieu thereof the fcllowing:
SHCET TITLE
Section 1. This Mct néy be cited as the “*‘¥Merit Pey
Reform Act of 1983°°.
TITLE . I--PRY FOF PERFORMANCE; SENIQCR EXECUTIVE SERVICE
MANAGEMENT

PERFORMANCE MANAGEMENT AND RECOGNITiON SYSTEY

Sec. 101. (a) Chapter 54 of title 5, United States Code,
is amenced to readbas follows:

**CHAPTEZ® S4--PERFORMANCE RECOGNITION

‘**Sec.
‘‘54¢1. Purpcse.
‘54082, Ccvereage.
‘‘s5up3. Performance ranagemert and recognitlon syster.
**sugu, Cash awar”?d “rogram.
‘**5435. Fepcrt.
**5u@e. Regulations.
‘**5u4¢7. Terminatior.
**§ 54¢1. Purrpose

**It is the purhcse c¢f this chapter te provid for e

' per formance managemenrt and recognition system which shall--

**(1) use perfermance appraisals as the bhasis fcr
determining bssic pay anc performahée awards;

**(2) witrin available funds, recognize and rewarg
guality perforrance by varyino levels of performanrce
awaras;

‘**(3) witrin aveilable funds, provide for training to
improve eccuracv and fairness in the evaluation of

performance;

*“(4) regulate the ccsts of performance zwards by

establishing funding level restrictions; and
'*(5) provide the means to recduce or withhold ray
increases for lsss than fullv successful performzarce.

**§ 5482. Coverage
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‘*(a) Except as rrovidec in subsections (b) and (c), this
chapter shall apply to any supervisor or management cfficiel
(as definad in paraaraphs (1£) and (11) of section 71£3 of
this title, respectively) whc is in a position which 1is in
GS-13, GS-14, or £s-15 of the General Schedule described in
section 5124 cof this title.

r(p) (1) Upcn.reauest filed under paragraph (3) of this
subsection, the President may, in writing, exclude an agency,
ahy unit of an acernrv, or any class of emplbyees within any
such unit frer the arplicaticn of this chapter if the
President considers such exclusion to be required as a result
cf conditions arisinc frem--

‘*(h) the recent establishment of the agency, unit,
or cless, or the implemertation of a new program;

**(B) an erergencyv situation; or

**(C) any cther situation or circumstance.

**(2) Any exclusion under this subsection shall nct take
effect earlier than 20 calendar days after the President
transmits to each House cif the Congress a report describing
the agency, unit, or class tc be excluded and the reasons
therefor.

‘*(3) A reguest for exclusion of zn acency, any unit of
an e&gency, or any class c¢f enployees within any such unit
uncer this sultsection shall te filed by the head of the
agency with the Cffice of Personnel Management, and shall set
forth reasons why the agency, unit, or cless should be
excludéd from the aprlicaticr of this charter. The Cffice of

Personnel FKanagement shall review the request and reesons

therefor, undertake such other review as it considers

aprropriate tc determine whether the agency, unit, or class
should’be excluder” from the epplicaticn of this chapter, and
upon ccmpleticn cf its review, recommend to the President
whether the &gency, unit, or cléss should be so excluded.

**(4) Any agencv, unit, cr class which is excluded
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1 rpursuant to this subcecticn shall, insofar as practicable,
make a sustained effert to eliminate the ccnditions cn which
the exclusion is hasad. |

** (%) The OffiCP of Perscnnel Management shall'
periodically review =2ny exclusicn from coverage and may at
any time recommend tc the President that an exclusion under
this subsecticn be revoked. The President may at any time

" revcke, in writinc, any exclusion under this subsecticn.

“(c$ This chapter shall not épply to individuels
employed under the Nffice of the Rrchitect of the Carpitcl,
thé Library of Concress, the Botanic Garden, or the
hdministrative 0ffice of the Courts.

‘**S§ 54¢3. Performance management and recognition system

**(&) In acccrcdance with the purpese set forth in section
5421 cof thls title, the Cffice of Personnel Management shall
estarlish a perforrance mana¢ement and recognition system
which shall provicde for--

**(1) a rangs of basic pay for each grade to which
the system eprlies, which range shall be limited by the
minimum ard meximum rates of basic pay payable for each
gracde under section 5332 of this title, except as
Otherwise prcvided in this section;

**(2) pay increases within such range, consisting
of-- |

‘*(R) corparability pay increases (urder csection

5325 of this title) to the extent provided in

subsection (c); and

**(B) reriodic step-increases, as prcovided under

subsecticn (1),
hased on performance; anc

YT (3D perférmance awerds based on performance, as
provided under subsecticr (e).

**(b) Uncer reaulaticns rrescribed by the Cffice cf

Fersonnel Managem2nt, the head cf each agency shell prcvide
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Icr increases within the rance of basic pesy for each emplcyee
covared by the pérformance ranacgement a;d recognitionrn system.
*'(c) (1) Fer the purroses cof this secti the pay
! 2nnlicable to an g in any ZIiscal

reriod.beginning on the first cday of the

first pay pericd =2vnlicable to the employee commencine on or

fi;st day ~f the mcnth in which an acdjustment wduld
teke 2ffect under secticn 53f5 of this title without regerd
to this section and ending at the élose of the dev preceding
the beginnincg of the fcllcwing pay adjustment periocd.

**(2) Desterminetions to rrovide comparability pay
increases under subsecticn (2)(2) shall, for any pay
adjustment pericd, be made based on the level of rerfcrmance
cfi the employee involved, as most recently determined under
chapter u43 of this title. If the employee’s performance is
reted at--- '

| *Y(R) elther of the two levels below the fully

successful level, the besic pay for the emplovee shell

not te increased for such pay adjustment periocd except as
provided in paraosoraph (3); cr
**(B) the fully successful level or either of the two
levels above fully successful, the besic pay of the
.employee shell he increased by the full comparability
increase for such payladjustment peried.

'*(3) If the hasic pay cf an employee is not increased
fcr 2 pay adjustment pericd Lty reason of @ nerformance rating
gt the.fi:st level below the fully successful level, the
performance of such emplcyee shall be rated again uncer
chapter 43 of this title cniy fcr the purposes of this
subsection six months after the date on which such peay
adjustment pericd reains. If the performance of such erployee
during such period of six mcrths is rated at the fully
successful level or eitﬁer cf the twc levels above the fully

successful level, *he basic ray of such employee shall be
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Increased for the remainder c¢f such pay adjustment period

§79810C.446

effective on the dete of the performance rating required by
the first sentence of this paragranh.

*Y(u4)(n) The'ccmnarability increase, for purposes cf
paragraph (2) or (3) of this subsection, shall be an amount
equal to the basi~ nay cf the employee involved multirlied by
the percentage incresse applicable tc the grade of the

" pcsition of such ernloyee under section 535 of this title at
the begihning of the pay adjustment period.

**(3) For thevpurposes cf determining the comparability
increase applicable to an ernployee under subparagraph (1),
such employee’s rate of basic pay on the day immediately
preceding the pay a7 justment peridd involved shall be used.

**(d) An emplovee coverec by this chapter shall receive
periodic step-increases upon the completion of--

**(1) each nericd of 52 calendsr weeks of service in
pay rates 1, 2, and 3 if the performance of such service
is rated under~ chapter 42 of this title for such period
at not less than the fully successful level:; and

**(2) (A) each peric¢ of 52 calendar weeks of service
in pay rates t through 9 if the perfcrmance of such
service is rated under such chapter two levels abcve the
fully successful level;

‘*(R) each reriod of 124 consecutive calendar weeks
of service in ray rates 4 through ¢ if the performance cf
such service is rated uncder such chapter at not less than
one level abcve the fully successful level for the entire
period; or

**(C) each meriod of 156 consecutive calendar weeks
of service in rav rates U through 9 i1f the perforrmance cof
such service is rated urcer such chapter at not less than
the fully successful level for the entire period.

**(e) (1) (A) If an emplcyee’s performance is rated two

levels above the fully successful level, the employee shall
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1 Dbe pald a performerce award in accordance with the provisions
2 of thls subsection.

3 Y (3) If_an errplceyee’s rerformance is rated one level

4 zbove the fully successful level, the employee may be paid a
5 performance award In accordarce with the provisions cf this

6 subsection. ‘

7 **(C) Any éward rald uncer this paragraph shall Le in

8 2dcdition to eny increase in taslic pay provided under

0
N

ubsection (c) cr (£).

19 **(2) A perifcrrance awarc under this subsection may be
11 made to an emplcyee 1in such zmount asvthe head of the égency
12 considers appropriate, excert that any such award may not

13 exceed an amount ecual tc 2¢ percent of the rate cf basic pay
14 payable to such emplcyee.

15 **(2)(A) For anv fiscal year, the head of &ny agency may
16 exercise aufhoritv under this subsection only tc the extent
17 c¢f the funds available fcr the purposes of this subsection.
.18 **(B) Performance awards undcder this subsection shall be
19 peid from funds cr 2ppropriations available to the agency fof
23 pay of employees. -

21 **(c) Subject to the limitation on the maximum ameunt

22 which may be pald as a perfcrmance award set forth in

23 paragraph (2) of this subsection, in each fiscal vear an

24  2¢ency shall ray verformance awards -under this subsectiqn in
25 & total amount egual to nct lJess than one percént cf the

26 adggregate amount of hasic pay which is pavable tc the

27 employées of the aoency who are covared by the performance
28 management and rercdniticn system for such fiscal yeer. The
29 aggregate amount of herfcrmérce awards payable under this

32 subsection in any fiscal year shall be determined by the

31 Cffice of Personnel Yanagemert before the beginnlng of such
32 fiscal year.

33 () A.failure to pay a performance award authcrized‘by

34 baragraph (1) (B) cf this sutsection may not be appealed.
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**(£f) Except ecs rrovided in subsection (g)'of this
section, any emplovee whcse rosition is brought unhder the
performance menagement and recognition system shall, for as
long as the empldyec_continues to occupy the position, be
entitled to receive hasic pay at a rate of Lasic pay rct less
than the rate the emrloyee was receiving when the position
was brought under the perforrance management and recognition
system.

“(gﬁ Under this section, an employee may be paid less
than the minimum rate of basic pay of the grade of the
emplovee’s positior to the extent that payment of the lesser
amount is the result of a performance evaluation of less than
fully successful. v

**(h) Under reculaticns rrescribed by the Office cf
Personnel Manegemenr*, the berefit of advancement through the

range of basic pav fcr a grace shall be preserved for any

employee who 1s covered by the performance management and

reccgnition systemr 2nd whese continuocus service is

interrupted ir the nublic interest by service in the 2irmed

Forces, or by service in essential ncn-Government civilian
’ employment during a tericd of war or naticnal emergency.

** (i) For the purpose of secticn 59u1vof this title,
retes of basic pav ©f employees covered by the performance
nanagement anc rercaniticn system shall be ccnsidered rates
of basic pay fixed hv statute.

‘S 54p4. cash award prograr

**(a) The head of any agehcy may pay a cash award to, and
incur necessary evrenses for the honorary recognition bf, any
employee covered hy *he perfcrmance manacement and
récognition syster who--

**(1) by the emplcyes’s suggestion, inventior,
superior eccomrlishmert, or other perscnal effort,
contributes tn the efficiency, eccnomy, or other

improvement cf ~“cvernment operations or achieves a
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significanrt recuctior in paperwork:; or

*r(2) peFFcrns a special act cr service in the public
interest in cornecticn with cr related to the emplcyee’s
Federal emblovm?nt.

** (k). The President ray ray a cacsh awerc to, and incur
necsssery expenses fcr the hcnorary recognition of, zny
employee covered hy the perfcrmance management ané
recognition s&stem who--

**(1) by *re emplcyee’s suggestion, invention,
superior accom:lishment, or other percsonal effort,
contributes to the efficiency, economy, or other
improvement cf Gecvernment operations or achlieves a
sionificant recductior in paperwork; or

Th(2) pérfcrms an exceptionally meritorious srecial
gct or service in the(public interest in connecticn with
or related tc the employee’s Federal employment.

A Presidential cash award may be in addition to &an acency
cesh awarc¢ under suhsecticn (a) of this section.

**(c) A cash esward tc any emplovee under this section is
in addition to the “2sic pay of the employee under secticn
5483 of this title. tcceptance cf a cash award under this’
section constitutes 2n agreerent that the use by the
Government of any i“ez, methcd, or device for which the award
is made dces not fcrm the basis of any claim of any rature
ageinst the Governmert by the employee accenting the award,
or the employee’s he‘rs cr assiagns.

“(d) A cash award tc, ard expenses for the hcnorary

reccgnition of, any emplcyee covered bv the perfecrmance

management and recconiticn system may be paid from the fund

or &prrerriation available tc the activity primarily'
benefiting, or the varicus activities benefiting, from the
suggestion, inventinn, supericr accomplishment, or other
meritorious»effcrt cf the erprloyee. The head of the =2gency

éoncerned shall determine the amount tc be contributed by
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each activity tc anv agency cash award under subsecticn (a)

£79812.0U46

of this section. The President shall determine the amcunt to
be contributed by each activity to a Presidential awara under
subsection (b) cf this secticn.

**(2) (1) Except as provided in paraqrapnh (2) of this
subsection, a cash awerd uncer this section may not exceed

S$S14,2008.

**(2) If the head cof any agency certifies to the Gffice

of Pe:sohnel ¥anacement that the suggestion, invention,

superior accomplishment, cr cther meritorious effort cf an
employee for which a cash award is proposed is highly
exceptional and unusually outstanding, a cash award in excess
of S1@,ng but not inrn excess of $25,0608¢ may be awarded to the
employee on the aorrcoval of'the Office.

**(f) The President cr the head of an agency may péy a
cash award under this secticr notwithstanding the deeth or
seraration from the service c¢f an employee, if the
suggesticn, inventison, superior accomplishment, or other
meritcrious effcrt of the erployee for which the awarcd is
proposed was made cr perfcrred while the employee wes ccvered

" by ths performance m2nagzrent and recognition system.
**§ 5u425. Report

**The O0ffice of Fersonnel Kanagement sheall submit an
gnnual report to the Presidert and each House of congress
evealuating the effectiveness of the performance manacement
and recogniticn system. Zach such repecrt shall be prerared
after cornsultation with the respective heads of a sufficlient
range of agencies so5 as te pérmitban adequate basis fecr
making 2 meaningful evalusticn.

‘;S 54¢6. Regulatizcns

**The 0ffice of Perscnnel Menagement shall prescribe
regulations to carrv out the purpose cf this chapter.
‘'8 5497. Termination.

‘*The performance managernent and recognition system
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established pursuant to section 5u4£3 of this title arnd
requirement of secticn 5405 ¢f this title (relating tc

annual report of the Cifice ci Personnel Management' cn such
system) shall nct ke effective after the date which is five
vears after the date of enactmenﬁ of the Merlit Fey Refcrm Act
of 1983.7".

(b) The teble ¢f chapters at the heginning of part III of
such title 1s amended by striking out the item relating to
chapter 34 and inserting in lieu thereof the followinc:

**54. Performance R2COgNitiCreeceecsceeccsoccscnscnenes 5SUBT ",
PFRIOLIC STEP-INCREASES

Sec. 162. Section 5335 cf title 5, United States Code, is
amended by strikinrg¢ out subsection (e) énd inserting in lieu
thereof the follcwinn:

**(e) This secticn dces rot epply to the pay of an
individuzl appointed by the rresident, by and with the advice
ancg consent of the Senate..

*Y(f) Notwlthstanding clauses (1), (2), and (3) cf

subsection (a) c¢f this secticn, employees covered by the

performance manhagerent and recognition system under chapter

su cf this tifle sh21ll be advanced in pay only as preovided in
secticn Suzé(d) cf this title.’”’.
PTPTORMANCE RPPRRISAL SYSTEM
Sec. 123. (a) Chapter 43 of title 5, United States Code,
relating to perforrtance appreisals, is amended by inserting
after section 4322 the follcwing new section:

AN u3§2a. Establicshment cf rerformance appraisal systems for
performance management and recognition system
empleyees |

**(a) Each agencv shall cevelop & performance appraisal
ystem for emplcyees covered by the performance management
and recognition svstem established under sectioh 5493 of this
title which-- |

**(1) provides fer reriodic appraisals of job
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1 performance;

2 **(2) reguires that the supervising official consult

3 with the employee befcre establishing performance

u standards; and

5 **(3) is sui*teble fcr use in setting the basic pay

5 and performance awards fcr an employee in accordarnce with

7 section 5423 of this title. ‘

8 - **(b) Under regulaticns which the 0Office of Personnel

9 Managemeht shzll prescribe, each perfcrmance aopraisel system

1%  under this secticn shall--

11 **(1) provide for five levels of performance ratings
12 as follows:

13 *Y(RA) twc levels which are below fully

14 successful;

15 **(B) & fully successful level; and

16 **(C) twc levels which are above fully

17 successful;

18 **(2) previie fop establishing performanée standards
19 and critical -elerents which will, to the maximum extent
24 feesible, perrit the accirate evaluaticn of Jjob

21 performance;

22 **(3) reguire each stpervisor of an emplovee ccvered
23 by the performance manacement anc reccgnition system to
24 discuss with each such enployée, kefore the teginring of
25 each appreisal reriod, the performance standards. and

26 critical elemerts applicable to the employee‘s pesition )
27 during such avpreaisal period;

28 **(4) previde fer eveluating each such emplcyee oOn
29 the basls of such standards during the appraisal period;
32 **(%) provide for aséisting such employees in

31 improving less than fully successful performance;

32 **(6) previde fer recucing in grade or removing any
33 such employee whc centinually perform at the

3y unsatisfactorv level, after providing an cppertunity to
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rerform at the fully successful level; and

**(7) provide for making decisions to increase s rate
of basic pay or *o meke & performance award based on
annuel perfcrmance appréisals made under this section.
**(c). Appralilssls of perfcrmance under this section;-

**(1) shell tske intc account--

*Y(A) inAdividual performance;

**(B) anv improvement in efficiency,
productivityv, and quality of work or service,
including 2nv significant reducticn in peaperwerk;

*Y(C) ccst efficiency;

*Y(D) timeliness of performance; and

**(E) cther indications of the effectiveness,
-productivity, and quality of performance of the
appralsed emrvloyee cr other-employees for whom the
eppralsed emplcyee is responsible;

Yt (2) may take into account organizational
accomplishmen*;

**(3) shall *e subject toreview only within the
agency of the empnloyee ard only in accordance with and to
the extent provided by rrocedures established by the
Office of Personnel Manacement; and

**(4) may not be aprealed outside the agency.

**(d) In carryvina out this section, the 0ffice of
Personnel Management and an agency may not prescribe a
d¢istribution of levels cf performance ratings for emplcyees
covared by chapter 54 of this title before the performance of
each such employee is rated.

**(e) The Office of Perécnnel Management may not
prescribe.or require agencies to prescribe any specific

serficrmance standard or elerent for the purposes of this

ko]

section.”’’.
(b) The table cf sectlors for chapter 43 of such title is

émended by insertinc after the item relating to secticn u3g2
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the following new item:
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‘*43%2a. Establishrent of performance appraisal systems for
performance managenent and recognition system
employees., ‘.

SENIOPR FXECUTIVE SERVICE AMENDMENTS
Sec. 124. (a) Section 3135 (a) of title 5, United States

Code, is amended--

(1) by striking cut *‘*and’’ at the end of cleuse (8);

(2) bty recesignating clause (9) as clause (1€); and

(2) bty inserting befcre clause (1#) (as redesignated
by clause (2) cf this sutsection) the following:

**(9) the number cf career appointees who have been
placed in a position outside the Senior Executive Service
under secticn 2594 of this title as a result of a remcoval
uncder sectlcn 2795 cof this title; gnd’”’.

(b) Section 3592 (a) cf such title is amenced--

(1) by striking cut **or’’ at the end of clause (1);

(2) by 1inserting after clause (2) the following:
**(2) as 2 result of a reduction in force under
section 3595 of this title,’’.
(c) Section 3592 of such title is amended by striking out
subsecticn (c).
(¢) (1) Subsenctirn (b) cf section 3594 of title is
amended to read as fcllowus:
*‘(b) A career anpointee who has completed the
prokbationary periof under section 3393 (¢) of this
who--
**(1) is remcved frcerm the Senior Executive Service

for less than fnlly successful executive performance as

determined under subéhapter II of chaopter 43 of this

title; or
**(2) 1is remcved frcr the Senior Executive Service as
a result of a.reducticn in force under section 2595 of

this title,
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shall be entitled to be placed in a civil service position

€79612.446

than & Senicr Executive Service position) in any
acencv.’’.
(2) Subsection (c¢) (1) (E) of such section 1ls amended by
striking out ‘‘suhsention (&) or (b) of this section’’ the
irst plece it apnears angd irserting in lieu thereof
‘*subsection (a) of this section, other than by reason of

unaccapteble performance, or under subsection (b) (2) cf this

section”’.

(2) (1) Subsecticn (b) cf section 3595 of such title is

“eamended by strikinc cut peracraphs (2), (3), (4), and (5) and
inserting in lieu thereof the following:

**(2) A career abpointee may be removed from the Senior
Executive Service due to a reduction in force within an
agency only if the =2opoirtee is not assigned to a Senior
Executlve Service rositicn urder paragraph (3) of this
subsecticn.

CY(2) A céreer avpolintee whe, but for this paracraph,
would be removed from the Serior Executive Service due to a
reduction in force within an agency is entitled to be
gssigned by the head of that agency to a vacant Senior
Executive Service positicn fcr which the career appointee is
gualified.”’.

(2) Such secticn is further amended by striking out
subsecticn (c) and inserting in lieu thereof the following:
**(c) (1) h career appoirtee is entitled to appeal a
terminéticn of anv hrenefits available to the career arpcintee
under section 359U of this title in the same manner and on

the same grounds a< Is provided in section 5366 c¢f this
title.

**(2) In epplving secticr 5266 of this title in the cease
of a career appcintee for the purposes of paragreph (1) of
this subsection—-

**(Rr) grade £S-15 shall be considered to be the
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**(B) the rate of basic pay provided under section

[\

3 3594 (<) (1) (%) of this title shall be considered to be
4 the retained':av of the career appointee; and

5 't (C) the term ‘benefits under this subchepter’, as
6 ' used in section £366 cf this title, shall be considered
7 to refer to the teneflts available under secticon 3594 of
8 this title.’”’.

9 (3) Subsecticn (d) of such section is amended by adding

12 at the end therecf the fcllecwing new sentence: **The term

11 dbes not include the elimination or mcdification of a

12 position due to a determination that & position does nct meet
13 the definition for a2 Senicr Executive Service position

14 provided in sectior 3132 (2) of this title because of &

15 change in duties or responsitilities or ktecause of a fincding
16 that the positicn was initielly incorrectly designeted as a
©17 Senior Executive Cervice position.’’.

18 (f£) (1) Subchapter vV of chapter 35 of such title is

19 amended by adding at the end thereof the followinc new

29 sections:

21 **§ 3597. Furlouch in the Senior Executive Service

22 **(a) For the purposes cf this section, the ternm

23 ‘“furlough’ mezns *the placemert c¢f a senior esxecutive in a

24  temporary status ir which the senior executive has no duties
25 and is not pesid when the placement in such status is by

26 reason.of insufficient werk cr funds or for other.

27 ncndisciplinary re2sons.

28 **(b) An agency mway furlcugh a career éppointee orly

29 pursuanht to reguleticns issued by the Office of Personnel

37 Management. |

31 **(c) A career 2rpointee who is furloughed is entitled to
32 appeal his status tn the Merit Syétems Protection Roard under
33 section 7721 of this title.

34 **§ 3598, Reassignment notice
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outside the career arpointee’s commuting area under this
chapter shall trarsmit tc the career appointee reasonable
advance notice cf the reassicnment. The notice shall include
a statement settina forth velid management reasons for the
réassignment.".

(2) The tables cf sections at the beginning of such
chapter is amendes hv inserting after the item relsting to

3596 the ‘cllowing new items:

Furlough ir the Senicr Executive Service.
Reassignment notice.’’.

(1) Subsecticn (b) (2) of section 5384 of such title
is amended by striking out ‘‘exceed’’ and inserting in lieu
thereof ‘‘be less than 3 percent nor more than’’.:

(2) Subsection (h) (3) cf such section is amended tc read
as follows:

**(3) The tctal smount cf performance awards pald during
e fiscal year by &r agency urder this section may not exceed
3 percent of the agaregate payroll fcr career appointees in

)

the agency.’’.

(h) Section 7542 (a) of such title is amended by striking

x4

sut ‘‘cr malieasance and irserting in lieu thereof
‘‘malfeasance, cr fzilure to accept a directed reassicnment
cr to eccompany 3 positicn ir a transfer of function‘’.

(i) The Cffice of Personrel lManagement shall, after
notice and heerinsc, nrescribe regulations to carry out
section 3595 c¢f such title (as amendec by subsection (e) of
this section).

(3) Subsecticn () 6f secticn 8336 of such title is
zmended by inserting after paragraph (1) the foliowing: **For
the purposes of paracraph (1) of this subsection, seperation
for fallure to accert a directed reezssignment or to accompany

pcsition in a transfer c¢f function shall not be considered
to be a removal for cause on charges of misconduct or

cdelinquency.’’.
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Sec. 125. (a) Title 5, Urited States Code, is further
emended--

(1) in secticns 4581(2)(R), 5332(a), 533u4(f), and
53236(c), by striking cut ‘*‘the merit pay system
2stablished ﬁhﬁer secticr 54¢2’’ each place it arrears
and inserting in lieu thereof *‘the performance
managezment and recogniticn system established under
section 5463°°;

(2) in sectien 5361(E), by striking cut ‘‘rmerit pay
system’’ and inserting ir lieu therecf ‘‘performance
management and recogniticn system’’; and

(3) in secticn 5948(g)(1)(C), by striking out ‘‘Merit
Pay System’’ anf insertirg ‘‘performance management and
recogniticn svstem’’.

(k) Section 16£2 of title 1¢, United States Code, is
amended by strikirg cut **sS4£1(za)’’ and inserting in lieu
ther=secf *‘5ug1’”’.

(c) Section 721 cf title 21, United States Code, is
amended by striking ¢ **54g1(a)’’ and inserting in 1lieu

" thereof ‘‘sug1’”.
TITLE II--E¥PERTHENTAL FAY FOR PERFORMANCE PROGERLM
CEFINITIONS

Sec. 251. Fer the purposes of this section--

(1 “agencv"vhas the same meaning as provided in
section 7183 (2) (3) of title 5, United States Code,
except thet the term does not include the lirrarv of
ccngress or the “overnmert Printing 0Office;

(2) “‘emplcvee’’ has the same meaning as rtrovided in
secticn 21¢5 of title 5, United States Code;

(2) “‘exclusive representative’’ has the seme nmeaning
as provicded in secticn 7123 (a) (16) of title 5, United
States Code;

(4) **labor crganization’’ has the same meaning as
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1 provided in section 7123 (4) of title 5, Ynited States

2 Code; ‘ '
3 (5) “negotiate;’, when used with respect to ratters
4 required cr sutherized by this title to be necotiated,

5 Teans to meet a* reasonakle times ancd to consult and

6 targain in & oco” faith effort to reach agreement with

7 respect to surch ﬁafters, but does not include én

8 obligation to aaree tc a proposal or to make a

9 concession;

13 (6) “offic?" means the Office of Personnel

1 ¥anagement;

12 (7) “‘panel”’’ means any panel appocinted pursuent tco
13 section 287 (h): and

14 (8) ‘‘reducticn-in-fcrce prccedures’’ has the same
15 meaning as provided in section 5361 (7) ofrtitle 5,

16 United States CcAde.

17' ESTABLISHMENT OF EXPERIMENTAL PROGRAM

18 Seb. 2%2. (a) The Office shall, subject to subsection (b)

19  (3), establish an evwperimentel program to develop, test, and
2¢ evaluate innovative systems under which the performance of

21 employees 1ls eppreised, emplcyees are financiallv rewarded

[¢}

22 based on the eppraisel of the job performance of the

23 employees, anc emrlovees are selected for release duringAa
24 recuction in force based cn the appraisali of the job

25 performance of the employees. The experimental prograr shall
26 consist of a series c¢f demonstration projects. Subject te
27 subsecﬁion (b), the 0ffice shtall select the agencies,

28 occupations, and 7rades which shall be included in eech

29 demcnstration prciect. V

32 (b) (1) The experimental program shall include nct less
31 then 152,04 emplovess, at least 56 percent of whom are

32 employed in units iIn which ar exclusive representative is

23 acccerded exclusive recogniticn under section 7111 of title 5,

34 United States Code.
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1 (2) The experimental prceram shall include a wide range

N

cf agenclies, occurations, grades, and geographical areas.

3 (3) A demonstration hroject may not be carried out under
4 the experimental':rooram recuired by subsection (a) in any

S unit in which an exc]dsive representative is acccrded

6 .exclusive reccgnitior under section 7111 of title 5, United

~
%}

[

tates Code, unless the agency in which the unit 1s lccated

o
fu

nd the natioral office cf tte labor organization which is

9 the excldsive representative for the unit in such agercy

&

19 2gree to be included in the cdemonstration rroject.
1 (4) The experimental prcgram and a demonstration project
12 under such prograﬁ may nct limit any right of an emplcyee tc
13 appeal or to require review c¢f an administrative action, as
i provided by law.
15 (c) Not later than 15 days before the date on which the
16 0ffice commences a demonétration project under this section,
17 the 0ffice shall tramsmit tc the Committee on Governmental
18 Affairs of the Sera*e and the Committee on Post 0Office and
19 Civil Service of the Housevcf Representatives a notice of the
27 intention to commense the deronstration project. The nctice
21 shell include a descripticn cf the objectives and elerments cf
22 the demcnstretion rrcject.

© 23 PFPRFORMANCE RPPRAISAL SYSTEX
24 Sec. 203. Each nerformance appraisal system develcped,
25 tested, and eveluated in demcnstration projects carried out
26 under section 202 cshall provide for the establishment c¢f such
27 performence standards for each employee or position under the
28 system as willl insure, tc the maximum feasible extent, that
29 the evaluations of “eb perfcrmance are accurate and are based
33 oh specific and chiective criteria which are related tc. the
31 Job evaluated. The nerformance standardé shall provide a
32 descripticn of the level cf achievement expected in the
33 performance of the dutles arnc¢ respeonsibilities assicned to

334 the employee, pcsition, cor group of emplovees cor positions
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eveéluated includire, in applicabls cases, the level of
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achievement expected for suct factors as cuality, guantity,
;imeliness, menner, efficiency, and effectiveness.
FTNRANCIAL REWARD SYSTEM

Sec. 2¢4. (a) "h» financiel reward system develorer,
tested, and evalueted In a demonstration project carried cut
under section 282 shall te besed on the principle thst thcse
employees whose job rerfecrmarce is superior should be
rewarded financiéllv for the superlor performance. In
applying the nrincirle and providing financial rewards under
the system, fhe perfcrmance appralsal system developed,
tested, and evaluaterd under the demonstratioh preject shall
be used to determine the Job performance of the employees.

(b) (1) The financial reward system may provide fcr--

(2) fixin~o nay withir the range of minimum and
maximum rates cf basic pay payable for each grade under
section 5332 of title 5, United States Code, including
provisions for step-increases in payv; and

-(B) making performance monetary awards totaling not
more than one and one-half percent of the total amount of
the payroll of the agency tc which the system applies.

(2) any finan~ial award system including provisicns for
fixing pay shell in~lude prcvisions for making within-orace
increases.

(c) (1) The total amcunt of the step-increases in pay
rald in any fiscal vear to trhe employees of any &agency which
is under a firnanclisal reward system provided under a
demonstration prclent carriec out under section 22 mey not
exceed the amount computed Ey multiplying the percentage
cetermined uncder naragraph (Z) by the total pavroll of such
agency at the beairning of such fiscal year.

(2) The percent22e applicable to an agency for the
curpose of paragranh (1) in any fiscal yeer shall be equal to

the percentage increase--
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(2)Y in the tétal pavroll of such &gency et the end cf
the preceding fi%cal year, over
(B) the total payroll of such agency at the end of
the next preéeding fiscel yeer,
whizh 1s attributatle to ster-increases in pay paid tc the
employees of such grency during the preceding fiscal vear.

(d) Notwithstarding any cther provision of this

" subsection, the rate of basic pay of an employee included in

a demonstration prciject under section 282 may not be less
than the rate of hasic pay rayable to such employee cn the
day before the date cn which the demonstration project
commences, &s adjusted on or after such day under section
5385 of title S,IUnited States Ccde, or under any other law
providing a similar pay comperability system.
RFTUCTION-IN-FORCE PROCEDURES

Sec. 285. (&) Subject tc subsection (b) and secticn 206
(a) (3), reduction-in-force procedures may be changed in
carrying out any rfemcnstraticn project under section 202.

(b) In fhe case cf a dermcnstration project which prcvidés

for changes in reduction-in-force procedures in & unit of

| employees which is not represented by an exclusive

representative, senicrity anc¢ performance appraisal shall be
censidered in selecting emplcyees for release under such
procedures.

NEGOTIATION OF TROVISICNS OF DEKONSTRATION PROJECTS

Sec. 2¢6. (2) (1) In the case of a demonstration project
which is proposed to be carried out under section 222 in a

urnit cf employees representec¢ by an exclusive

vy

epresentative--

(A) all factcrs cf tre rerfermance appraisal systen
(during the development and implementation of such
system),

(B) the prcvisicns cf the financial reward system

authorized by section 224 (b) and the provisions for
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11

12

13

1

15

16

17

18

19

20

21

22

23

24

33

34

22
funding step-ircreases ir pay (if included in the
system),

(C) any chances in reduction-in-force procedures,
including the relative welght to ke given performance
aprraiszls an”d other.factors in selecting employees for
release under such prccecures, and

(

fo)

)

[¢1]

<

ry cther facet cf the demonstration prozect (if

ra

[

sed by the exXclusive representative),

shall

D

ry

negctiated with the exclusive representeétive.

(2) The total amcunt c¢f step-increases in peyv which may
be the subject cf reootlsticrs pursuant to paragraph (1) (B)
in any fiscal year may nct exceed the amount which is equal
tc one and cne-half rercent cf the maximqm amount authcrized
by section 24 (c) (1) tc be made in such fiscal vear.

(3) Any subject which is required or authorized bty this
kct to be necgotiated shall nct be considered to be a
management right urder secticn 7126 of title 5, United States

Cecd

(1))

(b) In the case cf a demcnstration preject which is
propcsed to be carried out Lty an agencyv under section 272 in
a unit of employees which is not represented by aﬁ exclusive
representative, the head cf the agency or his designeé shall
censult with afferted employees in the agency on the matters
Gescrited in raragraths (1) (&) and (1) (B) of subsection (a)
and shall involve the affected emplovees in the development
2f the performance éfandards applicable to the employees in
carryihq cut the rerformance appralsal system under the
demcnstration proiect.
IMPASSE RESOLUTION

Sec. 227. (a) 2nv impasse in negotiations under section
266 (a) shall be resclved as provided in subsection (bt)
vitnin thirty days after the date on which either the zagency
or the exclusive re~resentative declares an impasée.

() (1) In the rase cf a demonstration proiject tc which
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representative affented by such project shell establish a
ranel to provide me-djaticn ard arbitration services with
respect tc imcasées which are subject to resolution under
this subsection. The panel shall be ccmposed of three
members, of whom one shall be appointed by the agency, cne
shall be apppeintecd hy the exclusive representative, aﬁd one

" shall be appointed hv agreerent between the agency and the
exclusivé representative cr from a liét cf arbitrators
rrovided by the Rmerican Arkitration Association. If the
parties cannot mutually agree to the appointment of &
Chairman, they shell strike alternate names from the list
provided by the American Arbitration Akssociation. The last
remaiﬁing name cn the list skall be the Chalrman of the
ranel. The parties shall agree on the method to determine
which party shall first strike 2 name from the list. Either
party may change the member sppointed bv such party, if
necessary, upcn its cwn mcticn made before mediation cr
arbitration commerces or upcr the death of the member cr upon
“the 111 health cr fdiscovery cf a conflict of interest

" certified tc the narties by the member. Members c¢f the panel
for one demonstration prcject may also serve on pranels for
other demonstration nrojects.

(2) Eny impasse in the negotiations.requifed to be
resolved pursuant to this subtsection shall be forwarded tc
the Cheairman cf the ranel.

(3) During the establishnent phase of the expérimental
program, the 0ffirce 2nd the affected exclusive
representatives srell Jjointly request an appropriate rumber
of lists of arbitratcrs from the American. Arbitration
hssociaticn in crder that the lists be available for use bhy
the agencliles and the exclusive representatives when the
agencles and exclusive representatives meet under section 2¢9

(c) feor negotiaticrs on grourcd rules arplicable to the
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1 demonstration prolects. The Association shall be advised that
2 the arbitrators arpolnted frcm such lists shall be required

3 to make themselves avalilable for the resolution of impasses
4. and unresolved disputes within the time frames provided by
5 subsection (a) and secticn 2€9.
6 (4) The Chairman of the ranel shall determine the

7 rrocedures for resclving impasses subtmitted to the peanel.

(€]

(5) Any limpasse in fhe negotiatibns, including any

9 @&ssertion that the duty tc targain under this title dces not
13 extend to a particular proposal, shall be resolved by the

11 penel, except for disputes cr the grcund rules fcr

12 negotiations which shall be resolved solely by the Chairman.
13 Any necessary decisions cf the panel shall be made by

14 majority vote and shall be final and binding upon the agency
15 and the exclusive revresentative.

16 (6) Both parties shall ccmply with decisions of the panel
17 or the Chairmen, a2< the case may be. An appeal, exceptiocn, cr
18 other review ¢f any such dgcisicn may not be made or

19 requested from the Federal labor Relations Authority, the

22 Federal Service Imresses Panel, the Cffice, the Merit Systems
21 Protection Poard, any court, or any other administrative

22 agency or judicial kedy, by the Office, the agency, or the

23 exclusive rapresentative.

24 (7) 111 cbsts cf the parel shall be paid for by the

25 &zgency, except that the exclusive representative shall ray

26 the costs of the memher cf the panel appointed by the

27 exclusive representative. »

28 (c) Unless otrerwise agreed upon after negotiation

29 between an agency and the‘eﬁclusive representat;ve, any

3 gJrievance or disputs invelving the implementaticn,

31 inte"prétaticn, adriristraticn, or enforcement of a

32 negotlated agreement on any aspect of a demcnstretion project
33 shell be resolved in thé sSame€ manner as an impasse is

34 fesolved under sursertion (r). The agency and the exclusive
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procecdure, except that the rrocedure--

(1) shall meet the requirements of secticn 7121 (b)
of title 5, United States Code;

(2) shall trcvide thet the décision of the panel
shell be finel Anc bindirg on thé agency and the
exclusive representative and that the agency, the
excluslve rerresentative, and the 0Office mav not file an

appeal or excertion witl, or request 2 review by, any

administrative or judiciel rody with respect to thre:

decision of the nanel;

(3) shall prcvide that the agency shall comply with
the decision of the panel immediately upon the receipt of
the decision; and '

(4) shall nrcovide that the agency shall pay the costs
of the panel ard the prcceedings, except that the
exclusive representative shall pay the costs of the
memtcer of the p~nel appcinted by the exclusive
representative.

(d) 2ny zpprovriate district court shall have
jurisdiction of an =2ction in the nature of z mandamus under
section 1361 of title 28, United States Code, to enforce
cocmpliarice with 2 decisicn cf the panel with respect tc a
srievance or cisputs to which subsecticn (b) (5) or (c)
applies.

(e) Employees serving as representatives 2f the exclusive
representative sheall be ccnsidered to be on official time for
all purposes while ergacing in any activity relating to any
aspect of the demonstration rroject or the negotiated
adreement on a demcnstration'project, including . the purposes
of determining ressonable time for prepsration and
determining entitlement tc recessary travel and per diem
exrenses.

REPORT
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Sec. 288. (3) Promptly zfter the end of the first
performance retin~ neriod prcvided under the experimental
» carried out under sectlion 222, the General Rcccunting
shall evalua*te the results of the experimental program
11 trensmit *tc the Office and the Ccngress a report on
findings. The rerort shell include an evaluation cf the
ems rrovided under the experimental program,
& comparison of such cost with the cost of the systenms
otn=orwise provided hv law, the acceptability of the systems
to employees end menagers, the recommendations of the heads
cf agencles, emplnyes.organizations, and employees for
changes cr improverents in tre éystems, any unequal effects
in the application of the systems tc employees of several
eagencies or tc the employees of several subdivisions cf an
agency, and the djifficulties in administering the systems.
(b) Not later than three years after the date cn which
the experimental nrooram conrences, the General Accounting
Cffice shall evaluate the results of the experimental program
ané shall transmit tc the bfficg and the Congress a rerncrt on
its findings. The revecrt shall include the matters described
in the szscond sen*ence of suksection (a).
(c) Not later than fcur months befere the date on which
the experimental rroeram terminates, the Director of the
Ofiice shell transmi* tc the Congress a report on the

experimental prcgram. The rercrt shell include (1) such

recommencdations for legislation as the Director considers

appropriate to establish for all employees a system prcviding
for financial rewards based cn job performance and to improve
reguction-in-force nrocedurés and (2) all views on such
récommendations furnished tc the Director by any exclusive
representative of & unit cf employees included in the
experimental program.

TIME REOUIREMENTS RTLATING TC ESTAEBLISKEMENT OF EYPERIMENTAL

FROGKAM
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Sec. 22G. (a) Not later than ninety deys after thé date
cf enactment of this Act, the Office shall establish the
experimental rrogrem required by section 262 and select the
agencies to be included in tre experimental'program.
(b) (1) Not lzter than nrine months after the cdate on
which the experimentz2l prcgrem is established as provided ih

subsection (a), each head of an agency lincluded in the

" experimental rrogrsm under section 222 shall further develop

and carry out the deronstration project or projects under the
experimentel prograr in each unit of employees which is not
reprasentaed by an exclusive representative. |

(2) & demcnstration project which is proposed tc be
carried out under the experirental program in a unit cf
employees represented by an exclusive representative shall be
negotiated and carried out pursuant to the time schedules
provided in. subsection (c).

(c) (1) Not later than two weeks éfter the date on which
the experimental nrooram is established and the participating
agencies are selected as prcvided 1n‘subsection (a), each

agency and exclusive represertative concerned shall meet to

" negotiate ground rules fcr ccnducting the neqgotiations

authorized by sectinn 226 (a) and to select a panel as
provided in sectior 287 (b). If the ground rules cannct be
resolved within three calendsr days after the date on which
the meeting commenced, the parties shall submit the impasse
issues to the Chairman of the panel for resclution. within
two weeks after the date on which the impasses issues are
submitted to the "hairmaenr of the.panel, or as soon thereafter
zs possible, the 7Thairman shell meet with thé parties fcr not
mdre than one day. ™he Chairﬁan shall issue any necessary
decision within 48 hcurs after meeting with the rperties.

(2) Kot later than ninety calendar days after the dete on
which negotiations on the grcund rule are completed, the

parties shall meet for the negotiations required by csection
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1 22¢ (a). The negetlations shell be schedulea for not less
2 thzn five days sach week except during weeks which include
3 nclicdevs and exceht ‘or such recesses as aré‘mutually 2creed
4 teo by the partles. 7re negotiations shall be carried cut
5 untlil the dzte cn which cgreement is reached 5y the partlies,
5 The date which 1s nirnety calendar dzys after the date cn
7 which the nsgotliatinns ccrmerced, or the date on which an
3 impzasse is declared hty either party, whichever is earlier.
9@ Within one week after the dete cn which the nirety-dey periocd
1% fcr nesgctiaticns exrires wifrcut agreement on the matteré
11 under negotiaticn cf the cate on which an impasse is
12 declared, whichever 1is earlier, the parties shall notify‘the
13 Chairman of the panel that &ar impasse exists. Within three
14  weeks sfter tﬁe d=te con which the Chalirman of the panel is
15 notified of the impasse, or 2s soon thereafter as is
16 rpcssible, the Chairman shell convene the pénel and meet with
17 the parties for the rvurpcse c¢f resolving the impasse. The
18 impasse shall be resclved nct later than thirty cdasys after
19 the date on which the-panel convened. |
28 (3) The projent shall be implemented within thirty to
21 Aslxty celencar davs after the date on which the parties aaree
22 con the previsions c¢f the prciect requi:ed by secticon 2€6 (a)

23 tc be negcticzted or & cdecisicn of the panel on 2n impasse in

.

24 thes nsgotiations 2nr such rrcevisions is issued. Secticn 711

{

25 (c¢) of title 5, United Stetes Ccde, does not arply to

26 acreepents reached urnder this Act.

27 . TER¥INATION

28 Sec. 218. The evnerimentel program carried out under

29 section 272 shall termin;tevforty—five months_after the dete

33 of enzciment of this Ekct.

31 TITLE III--"FFECTIVE DATE; SAVINGS PROVISIONS
32 Sec. Z£1. The 2mendments made by sections 11 anc 165 cof
23 this ict shall takes effect cr the first day of the first

24 zappliceple pay p

erins conmencing zfter the first September 3¢
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followina the date of the enactment of this 2ct.
SAVINGS PROVISIOKRS

Sec. 322. (a) ®™n emplcyee whose position was covered by
the merit pay system (under chepter 54 of title 5, United

es Code, as 1in eoffect on the day hefore the éffective

the arendrents made by title I) immediately tefcre'
féctive date of thes amendments macde by sections 121 and
© i85, but is ceterrined nct tc be covered by the performance

menagement znd recccniticn systelm (under such chapter as in
effect on the effsctive date of such amendments) as & result
of this 2ct shall he converted on such effective date tc the
Ceneral Schedule in accordance with regulations issued by the
Office of Personnel Managemert pursuant to section 533u4(a) of
this title.

(b) The rate of hasic pay for any employee whose pcsition
was ccvered by the merit rpay sysﬁem referred to in sutsecticn
(a) immadiately before the effective date Qf the amencdments
made by sections 171 and 125 and is determined to be under
the performance meracement ard recognition system referred to
in subsection (aﬁ as a result of such amendments shall te at

" leest equal to the rate of kesic pay payable for the position
held by such emplovee imrediately before the effective date

0f such erendments.

Emend the title s0 as tc rezd as fcllcws: “*‘A bill to

amend title &, United States Code, tc reform the merit ray
system by provliding for a performance management and
receogniticn system fcr certein Federal emplovees, to require
the establishment c* perfecrmance appreisal svstems for
.employeas covered hv the peridrmance manacement and
reccgniticn systerm, 5nd tc ircrease flexitbility Y the
management of senicr- executives:; to require the estahlishment
of & experimental rrogranr relating tc payv for perfcrmence in

Civil Service:; and “cr other purposes.
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